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80A.01 SALES AND PURCHASES. It is unlawful for any person, in connec-
tion with the offer, sale or purchase of any security, directly or indirectly:

(a) to employ any device, scheme, or artifice to defraud;

(b) to make any untrue statement of a material fact or to omit to state material
facts necessary in order to make the statements made, in the light of the circum-
stances under which they are made, not misleading; or

(c) to engage in any act, practice, or course of business which operates or would
operate as a fraud or deceit upon any person.

[1978 ¢ 451 s 1]

80A.02 ADVISORY ACTIVITIES. Subdivision 1. It is unlawful for any person
who receives any consideration from another person primarily for advising the
other person as to the value of securities or their purchase or sale, whether through
the issuance of analyses or reports or otherwise:

(a) to employ any device, scheme, or artifice to defraud the other person; or

(b) to engage in any act, practice, or course of business which operates or would
operate as a fraud or deceit upon the other person.

Subd. 2. It is unlawful for any investment adviser to enter into, extend, or
renew any investment advisory contract the terms of which are in contravention of
such rules and regulations as the commissioner may prescribe as necessary or ap-
propriate in the public interest or for the protection of investors.

Subd. 3. It is unlawful for any investment adviser to take or have custody of
any securities or funds of any client in contravention of such rules and regulations
as the commissioner may prescribe as necessary or appropriate in the public interest
or for the protection of investors.

[1978 ¢ 451 8 2]

80A.03 UNLAWFUL ACTIVITIES. It is unlawful for any person to effect any
transaction in, or to induce the purchase or sale of any security by means of any
manipulative, deceptive or other fraudulent device or contrivance, including any
fictitious quotation. The terms “manipulative, deceptive, or other fraudulent device
or contrivance” shall include, but shall not be limited to, the following practices:

(a) effecting any transaction in a security which involves no change in the
-beneficial ownership thereof, or entering any order or orders for the purchase or
sale of any security with the knowledge that an order or orders of substantially the
same size, at substantially the same time, and at substantially the same price, for
the sale or purchase of the security, have been or will be entered by or for the same
or affiliated persons, for the purpose of creating a false or misleading appearance
of active trading in the security or a false or misleading appearance with respect to
the market for the security;

(b) effecting, alone or with one or more other persons, a series of transactions
in any security creating actual or apparent active trading in the security or raising
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or depressing the price of the security, for the purpose of inducing the purchase or
sale of the security by others; or

(c) inducing the purchase or sale of any security by the circulation or dissemi-
nation of information to the effect that the price of the security will or is likely to
rise or fall because of market operations of any one or more persons conducted for
the purpose of raising or depressing the price of the security, if he is selling or
offering to sell or purchasing or offering to purchase the security or is receiving a
consideration, directly or indirectly, from any such person.

[1973 ¢ 451 s 3]

80A.04 LICENSING REQUIREMENT. Subdivision 1. It is unlawful for any
person to transact business in this state as a broker-dealer or agent unless he is
licensed under this chapter.

Subd. 2. It is unlawful for any broker-dealer or issuer to employ an agent to
represent him in this state unless the agent is licensed. The licensing of an agent is
not effective during any period when he is not associated with a specified broker-
dealer licensed under this chapter or a specified issuer. No agent shall at any time
represent more than one broker-dealer or issuer, except that where broker-dealers
affiliated by direct common control are licensed under this chapter, an agent may
represent any such broker-dealer. When an agent begins or terminates his employ-
ment with a broker-dealer or issuer, or begins or terminates those activities which
make him an agent, the agent as well as the broker-dealer or issuer shall promptly
‘notify the commissioner.

Subd. 3. It is unlawful for any person to transact business in this state as an
investment adviser unless he is so licensed or licensed as a broker-dealer under this
chapter or unless his only clients in this state are persons to whom sales are
exempted under section 80A.15, subdivision 2, clause (g).

Subd. 4. Every license shall expire on October 1 of each year unless an applica-
tion for renewal has been received by the commissioner by September 1, except that
during the 12 month period following August 1, 1973, the commissioner by rule or
order may establish a schedule for license renewals. For this purpose the commis-
sioner may adjust the license fee proportionately.

[1973 ¢ 451 8 4]

80A.05 LICENSING PROCEDURE. Subdivision 1. A broker-dealer, agent or
investment adviser may obtain an initial or renewal license by filing with the com-
missioner an application together with a consent to service of process pursuant to
section 80A.27, subdivision 7. The application shall be on a form prescribed by the
commissioner and shall contain whatever information the commissioner requires
concerning such matters as the applicant’s form and place of organization, proposed
method of doing business and financial condition, the qualifications and experience
of the applicant, including, in the case of a broker-dealer or investment adviser, the
qualifications and experience of any partner, officer, director or controlling person,
any injunction or administrative order or conviction of a misdemeanor involving
securities and any conviction of a felony. The commissioner may by order, with re-
spect to any particular application, require the submission of information concern-
ing any other matters which he determines are relevant to the application. The com-
missioner may by rule or order require an applicant for an initial license to publish
an announcement of the application in one or more specified newspapers published
in this state.

If no denial order is in effect, no proceeding is pending under section 80A.07, and
all of the requirements of this subdivision and subdivision 3 have been complied
with, the licensing becomes effective 30 days after an application is filed. The com-
missioner may by rule or order specify an earlier effective date, and may by order
defer the effective date until 30 days after the filing of any amendment. Licensing
of a broker-dealer automatically constitutes licensing of any agent who is a partner,
officer, or director, or a person occupying a similar status or performing similar
functions.

Subd. 2. A licensed broker-dealer or investment adviser may file an application
for licensing of a successor, whether or not the successor is then in existence, for the
unexpired portion of the license. There shall be no filing fee.

Subd. 3. The commissioner may by rule prescribe standards of qualification
with respect to training, experience and knowledge of the securities business and
provide for examinations, which may be written or oral or both, to be taken by any
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class of or all applicants, as well as persons who represent or will represent an
investment adviser, and the commissioner may by order require an examination of
a licensed broker-dealer, agent or investment adviser for due cause.

Subd. 4. The commissioner may by rule require a minimum capital for broker-
dealers and investment advisers and establish limitations on aggregate indebtedness
of broker-dealers in relation to net capital.

Subd. 5. The commissioner may by rule require licensed broker-dealers, agents
and investment advisers to post surety bonds in amounts up to $25,000, and may by
rule or order determine their conditions. Any appropriate deposit of cash or securi-
ties shall be accepted in lieu of any bond so required. No bond may be required of
any broker-dealer whose net capital, which may be defined by rule, exceeds $25,000.
Every bond shall provide for suit thereon by any person who has a cause of action
under section 80A.23 and, if the commissioner by rule or order requires, by any per-
son who has a cause of action not arising under sections 80A.01 to 80A.31. Every
bond shall provide that no suit may be maintained to enforce any liability on the
bond unless brought within three years after the sale or other act upon which it is
based.

Subd. 6. The commissioner may by rule or order impose other conditions:in con-
nection with the issuance of licenses under this chapter as he deems appropriate in
the public interest and for the protection of investors.

(1973 ¢ 451 8 5]

80A.06 POST-LICENSING PROVISIONS. Subdivision 1. Every licensed bro-
ker-dealer and investment adviser shall make and keep all accounts, correspondence,
memoranda, papers, books and other records which the commissioner by rule pre-
scribes. All records required shall be preserved for three years unless the commis-
sioner by rule prescribes otherwise for particular types of records. All required
records shall be kept within the state or shall, at the request of the commissioner; be
made available at any time for examination by him either in the principal office of
the licensee or by production of exact copies thereof in this state. )

Subd. 2. Every licensed broker-dealer and investment adviser shall file such re-
ports as the commissioner by rule prescribes.

Subd. 3. If the information contained in any document filed with the commis-
sioner is or becomes inaccurate or incomplete in any material respect, the licensee
shall promptly file a correcting amendment unless notification of the correction has
been given under section 80A.04, subdivision 2.

Subd. 4. The commissioner shall make periodic examinations, within or without
this state, of the business and records of each licensed broker-dealer and investment
adviser, at such times and in such scope as he determines. The examinations may be
made without prior notice to the broker-dealer or investment adviser. For the pur-
pose of avoiding unnecessary duplication of examinations, the commissioner, insofar
as he deems it practicable in administering this subdivision, may cooperate with
securities administrators of other states, the securities and exchange commission,
and any national securities exchange or national securities association registered
under the Securities Exchange Act of 1934.

Subd. 5. No investment adviser who shall recommend the purchase or sale of a
security to a client, and no licensed broker-dealer acting as a broker-dealer for
a customer in the purchase or sale of a security shall take or accept any remuner-
ation or other thing of value from any person other than the client or customer in
connection with such purchase or sale unless, prior to or contemporaneously with
such recommendation in the case of an investment adviser and prior to or contempo-
raneously with the confirmation of the transaction in the case of a licensed broker-
dealer so acting, written disclosure to the client or customer is made of the accept-
ance or intended acceptance of such remuneration or other thing of value and of the
amount thereof. All charges made by an investment adviser for services and all
charges by a licensed broker-dealer for services rendered by him as a broker-dealer
or for advice with respect to securities shall be reasonable, and no such charges
shall be based upon or measured by profits accrued or to accrue from transactions
recommended or carried out by an investment adviser, or licensed broker-dealer.
This subdivision shall not be construed to prohibit charges by an investment adviser
based upon the total value of the assets under management averaged over a definite
period, or as of definite dates, or taken as of a definite date, nor charges based upon
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the performance of the managed assets as compared. to an established index in com-
pliance with rules promulgated by the commissioner.

(1978 ¢ 451 s 6]

80A.07 DENIAL, SUSPENSION AND REVOCATION OF LICENSES. Subdivi-
sion 1. The commissioner may by order deny, suspend or revoke any license or may’
censure the licensee, if he finds (a) that the order is in the public interest and (b)
that the applicant or licensee or, in the case of a broker-dealer or investment ad-
viser, any partner, officer or director, any person occupying a similar status or per-
forming similar functions, or any person directly or .indirectly controlling the
broker-dealer or investment adviser:

(1) has filed an application for license which as of its effective date, or as of
any date after filing in the case of an order denying effectiveness, was incomplete in’
any material respect or contained any statement which was, in light of the circum-
stances under which it was made, false or misleading with respect to any material
fact; .
(2) has willfully violated or failed to comply with any provision of this chapter
or a predecessor law or the Securities Act of 1933, the Securities Exchange Act of
1934, the Investment Advisers Act of 1940, the Investment Company Act of 1940, or
any rule under any of such statutes, or any order thereunder of which he has notice
and to which he is subject; :

(3) has been convicted, within the past ten years, of any misdemeanor involving
a security or any aspect of the securities business, or any felony;

(4) is permanently or temporarily enjoined by any court of competent juris-
diction from engaging in or continuing any conduct or practice involving any aspect
of the securities business;

(5) 1is the subject of an order of the commissioner denying, suspending or re-
voking a license as a broker-dealer, agent or investment adviser;

(6) is the subject of an order entered within the past five years by the securities"
administrator of any other state or by the securities and exchange commission deny-
ing or revoking registration or license as a broker-dealer, agent or investment ad-
viser, or is the subject of an order of the securities and exchange commission sus-
pending or expelling him from a national securities exchange or association regis-
tered under the Securities Exchange Act of 1934, or is the subject of a United States
post office fraud order; but the commissioner may not institute a revocation or sus-
pension proceeding under this clause more than one year from the date of the order
relied on, and may not enter an order under this clause on the basis of an order
under another state law unless the order was based on facts which woculd currently
constitute a ground for an order under this section;

(7) has engaged in dishonest or fraudulent practices in the securities business;

(8) has failed to maintain the minimum net capital or to comply with the limi-
tation on aggregate indebtedness which the commissioner by rule prescribes;

(9) is not qualified on the basis of such factors as training, experience and
knowledge of the securities business;

(10) has failed reasonably to supervise his agents if he is a broker-dealer or his
employees if he is an investment adviser;

(11) has failed to pay the proper filing fee, but the commissioner shall vacate
any such order when the deficiency has been corrected;

(12) has offered or sold securities in this state through any unlicensed agent; or

(13) has made any material misrepresentation to the commissioner, or upon
request reasonably made by the commissioner, has withheld or concealed informa-
tion from, or refused to furnish information to, the commissioner.

Subd. 2. The commissioner may not institute a suspensicn or revocation pro-
ceeding solely on the basis of a fact or transaction known to him when the license
was issued unless the proceeding is instituted within the next 30 days after the
issuance of the license.

Subd. 3. The commissioner may issue an order requiring a licensee or an appli-
cant for a license to show cause why the license should not be revoked or the appli-
cation denied. The order shall be calculated to give reasonable notice of the time
and place for hearing thereon, and shall state the reasons for the entry of the order.
The commissioner may by order summarily suspend a license pending final determi-
nation of any order to show cause. If a license is suspended pending final determina-
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tion of an order to show cause, a hearing on the merits shall be held within 30 days
of the issuance of the order of suspension. All hearings shall be conducted in ac-
-cordance with the provisions of chapter 15. After the hearing, the commissioner
shall enter an order making such disposition of the matter as the facts require. If
the licensee or applicant fails to appear at a hearing of which he has been duly
notified, such person shall be deemed in default and the proceeding may be deter-
mined against him upon consideration of the order to show cause, the allegations of
which may be deemed to be true. The commissioner may adopt rules of procedure
concerning all proceedings conducted pursuant to this subdivision.

Subd. 4. If the commissioner finds that any licensee or applicant is no longer in
existence or has ceased to do business as a broker-dealer, agent or investment ad-
viser, or is subject to an adjudication of mental incompetence or to the control of a
committee, conservator or guardian, or cannot be located after reasonable search,
the commissioner may by order revoke the license or deny the application.

Subd. 5. Withdrawal from the status of a licensed broker-dealer, agent or in-
vestment adviser becomes effective 30 days after receipt of an application to with-
draw or within such shorter period as the commissioner determines unless a revoca-
tion or suspension proceeding is pending when the application is filed or a proceed-
ing to revoke or suspend or to impose conditions upon the withdrawal is instituted
within 30 days after the application is filed. If a proceeding is pending or instituted,
withdrawal becomes effective at such time and upon such conditions as the commis-
sioner by order determines. If no proceeding is pending or instituted and withdrawal
automatically becomes effective, the commissioner may institute a revocation or
suspension proceeding under subdivision 1, clause (b) within one year after with-
drawal became effective and enter a revocation or suspension order as of the last
date on which the license was in effect.

[1973 ¢ 451 8 7]

80A.08 REGISTRATION REQUIREMENT. It is unlawful for any person to
offer or sell any security in this state unless (a) it is registered under sections
80A.01 to 80A.31 or (b) the security or transaction is exempted under section 80A.15.

[1973 ¢ 451 s 8]

80A.09 REGISTRATION BY NOTIFICATION. Subdivision 1. The following
securities may be registered by notification:

(a) any industrial revenue bond, the interest on which is exempt from tax under
section 290.08, subdivision 7; and

(b) any securities issued by a person organized exclusively for social, religious,
educational, benevolent, fraternal, charitable, reformatory, athletic, chamber of com-
merce, trade, industrial development, or professional association purposes and not
for pecuniary gain, and no part of the net earnings of which inures to the benefit
of any private stockholder or individual; provided that no securities issued by any
person offering and furnishing a burial service or funeral benefit, directly or indi-
rectly for financial consideration, may be registered under this section.

Subd. 2. A registration statement under this section shall contain the consent to
service of process required by section 80A.27, subdivision 7, and such additional in-
formation as the commissioner by rule or otherwise requires.

Subd. 3. If no stop order is in effect, no proceeding is pending under section
80A.13, and no order has been issued under subdivision 4, a registration statement
under this section automatically becomes effective at 5:00 in the afternoon on the
fifth full business day after the filing of the registration statement or the last
amendment, or at such earlier time as the commissioner by order determines.

Subd. 4. The commissioner may by order require that any security otherwise
permitted to be registered under this section be registered by qualification under
section 80A.11 if he determines that registration by qualification is in the public
interest and is necessary for the protection of investors.

[1978 ¢ 451 s 91
80A.10 REGISTRATION BY COORDINATION. Subdivision 1. Any security

for which a registration statement has been filed under the Securities Act of 1933 in
connection with the same offering may be registered by coordination.

Subd. 2. A registration statement under this section shall contain the following
information and be accompanied by the following documents in addition to the in-
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formation specified in section 80A.12 and the consent to service of process required
by section 80A.27, subdivision 7;

(a) Two coples of the latest form of prospectus filed under the Securities Act
of 1933;

(b) If the commissioner by rule or otherwise requires, a copy of the articles ot
incorporation and bylaws (or their substantial equivalent) currently in effect, a copy
of any agreements with or among underwriters, a copy of any indenture or.other
instrument governing the issuance of the security to be registered, and a specimen
or copy of the security;

(¢) If the commissioner requests, any other information, or copies of any other
documents, filed under the Securities Act of 1933; and

(d) An undertaking to forward all amendments to the federal prospectus, other
than an amendment which merely delays the effective date of the registration state-
ment, not later than the first business day after the day they are forwarded to or
filed with the securities and exchange commission or such longer period as the com-
missioner permits.

Subd. 3. A registration statement under this section automatically becomes ef-
fective at the moment the federal registration statement becomes effective if all the
following conditions are satisfied: (a) no stop order is in effect and no proceeding is
pending under section 80A.13; (b) the registration statement has been on file with
the commissioner for at least 20 days; and (c¢) a statement of the maximum pro-
posed offering prices and the maximum underwriting discounts and commissions has
been on file for two full business days or such shorter period as the commissioner
permits by rule or otherwise and the offering is made within those limitations. The
registrant shall promptly notify the commissioner by telephone or telegram or
similar electronic means of communication of the date and time when the federal
registration statement became effective and the content of the price amendment, if
any, and shall promptly file an amendment containing the information and docu-
ments in the price amendment. ‘“Price amendment” means the final federal amend-
ment which includes a statement of the offering price, underwriting and selling dis-
counts or commissions, amount of proceeds, conversion rates, call prices and other
matters dependent upon the offering price. Upon failure to receive the required noti-
fication with respect to the price amendment, the commissioner may enter a stop
order, without notice or hearing, retroactively denying effectiveness to the registra-
tion statement or suspending its effectiveness until compliance with this subsection,
if he promptly notifies the registrant by telephone or telegram or similar electronic
means of communication (and promptly confirms by letter or telegram when he
notifies by telephone) of the issuance of the order. If the registrant proves compli-
ance with the requirements of this subdivision as to notice and price amendment,
the stop order is void as of the time of its entry. The commissioner may by rule or
otherwise waive either or both of the conditions specified in clauses (b) and (c¢). If
the federal registration statement becomes effective before all the conditions in this
subdivision are satisfied and they are not waived, the registration statement auto-
matically becomes effective as soon as all the conditions are satisfied. If the reg-
istrant advises the commissioner of the date when the federal registration statement
is expected to become effective, the commissioner shall promptly advise the regis-
trant by telephone or telegram or similar electronic means of communication, at the
registrant’s expense, whether all the conditions are satisfied and whether he then
contemplates the institution of a proceeding under section 80A.13; but this advice by
the commissioner does not preclude the institution of such a proceeding at any time.

[1978 ¢ 451 s 10]

80A.11 REGISTRATION BY QUALIFICATION. Subdivision 1. Any security
may be registered by qualification.

Subd. 2. A registration statement under this section shall contain the informa-
tion specified in section 80A.12 and the consent to service of process required by
section 80A.27, subdivision 7, and shall contain such further information and be
accompamed by such further documents as the commissioner by rule or otherwise
requires.

Subd. 3. A registration statement under this section becomes effective when the
commissioner so orders.

Subd. 4. The commissioner may by rule or order require as a condition of regis-
tration under this section that a prospectus containing any designated part of the
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information specified in subdivision 2 be sent or given to each person to whom an
offer is made before or concurrently with (a) the first written offer made to him
(otherwise than by means of a public advertisement) by or for the account of the
issuer or any other person on whose behalf the offering is being made, or by any
underwriter or broker-dealer who is offering part of an unsold allotment or sub-
scription taken by him as a participant in the distribution, (b) the confirmation of
any sale made by or for the account of any such person, (¢) payment pursuant to
any such sale, or (d) delivery of the security pursuant to any such sale, whichever
first occurs.

[1973 ¢ 451 s 11]

. 80A12 PROVISIONS APPLICABLE TO REGISTRATION GENERALLY. Sub-
division 1. A registration statement may be filed by the issuer, any other person on
whose behalf the offering is to be made, or a licensed broker-dealer.

Subd. 2. Every registration statement shall specify (a) the amount of securities
to be offered in this state; (b) the states in which a registration statement or similar
document in connection with the offering has been or is to be filed; and (c¢) any ad-
verse order, judgment or decree entered in connection with the offering by the regu-
latory authorities in each state or by any court or the securities and exchange com-
mission. .

Subd. 3. Any document filed under sections 80A.01 to 80A.31 or a predecessor act
within five years preceding the filing of a registration statement may be incor-
porated by reference in the registration statement to the extent that the document
is currently accurate.

Subd. 4. The commissioner may by rule or otherwise permit the omission of any
item of information or document from any registration statement.

"Subd. 5. The commissioner may by rule or order require as a condition of
registration by qualification or coordination (a) that any security issued within the
past three years or to be issued to a promoter for a consideration substantially
different from the public offering price, or to any person for a consideration other
than cash, be deposited in escrow; and (b) that the proceeds from the sale of the
registered security in this state be impounded until the issuer receives a specified
amount from the sale of the security either in this state or elsewhere. The commis-
sioner may by rule or order determine the conditions of any escrow or impounding
required hereunder, but he may reject a depository solely because of location in
another state only if the offering is not being registered under the Securities Act of
1933 and the principal place of business of the registrant is in this state.

Subd. 6. The commissioner may by rule or order require as a condition of regis-
tration that any security registered by qualification or coordination be sold only on
a specified form of subscription or sale contract, and that a signed or conformed
copy of each contract be filed with the commissioner or preserved for any period up
to three years specified in the rule or order.

Subd. 7. Every registration statement shall be effective, for the purpose of any
non-issuer distribution until withdrawn, suspended or revoked. All outstanding se-
curities of the same class as a registered security are considered to be registered
for the purpose of any non-issuer transaction so long as the registration statement
is effective. A registration statement may not be withdrawn for one year from its
effective date if any securities of the same class are outstanding.

Subd. 8. So long as a registration statement is effective, the commissioner may
by rule or order require the person who filed the registration statement to file re-
ports, not more often than quarterly, to keep reasonably current the information con-
tained in the registration statement, to disclose the progress of the offering and the
use of any proceeds received therefrom, and to submit reports of sales. The commis-
sioner may by rule or order require that the issuer distribute annual reports to its
shareholders.

Subd. 9. A registration statement relating to a security issued by a face amount
certificate company or a redeemable security issued by an open end management
company or unit investment trust, as those terms are defined in the Investment
Company Act of 1940, may be amended after its effective date so as to increase the
securities specified as proposed to be offered. Such an amendment becomes effective
when the commissioner so orders. Every person filing such an amendment shall pay
a filing fee, calculated in the manner specified in section 80A.28 with respect to the
additional securities proposed to be offered.
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Subd. 10. So long as a registration statement is effective the issuer shall file an
annual report in such form as the commissioner by rule prescribes. Every annual
report shall be due on the 90th day following the end of the issuer’s fiscal year,
unless extended in writing for good cause by the commissioner. Failure to file the
annual report within 30 days after its due date shall be deemed a request for with-
drawal.

(1978 ¢ 451 s 12]

80A.13 DENIAL, SUSPENSION AND REVOCATION OF REGISTRATION.
Subdivision 1. The commissioner may issue a stop order denying effectiveness to,
or suspending or revoking the effectiveness of, any registration statement if he ﬁnds
(a) that the order is in the public interest and (b) that ‘

(1) the registration statement as of its effective date or as of any earlier date
in the case of an order denying effectiveness, or any amendment under section
80A.12, subdivision 9, as of its effective date, or any report under section 80A.12,
subdivision 8, is incomplete in any material respect or contains any statement which
was, in the light of the circumstances under which it was made, false or misleading
with respect to any material fact;

(2) any provision of sections 80A.01 to 80A.31 or any rule, order, or condition
lawfully imposed under sections 80A.01 to 80A.31 has been willfully violated in con-
nection with the offering, by (i) the person filing the registration statement, (ii) the
issuer, any partner, officer, or director of the issuer, any person occupying a similar
status or performing similar functions, or any person directly or indirectly con-,
trolling or controlled by the issuer, but only if the person filing the registration
statement is directly or indirectly controlled by or acting for the issuer, or (iii) any
underwriter;

(3) the security registered or sought to be registered is the subject of an ad-
ministrative stop order or similar order or a permanent or temporary injunction of
any court of competent jurisdiction entered under any other federal or state act
applicable to the offering; but (i) the commissioner may not institute a proceeding
against an effective registration statement under this clause more than one year.
from the date of the order or injunction relied on, and- (ii) may not enter an order
under this clause on the basis of an order or injunction entered under any other
state act unless that order or injunction was based on facts which would currently
constitute a ground for a stop order under this section;

(4) the issuer’s enterprise or method of business includes or would include
activities which are illegal where performed;

(5) the offering has worked or tended to work a fraud upon purchasers or
would so operate;

(6) except with respect to securities which are being registered by notification,
the terms of the securities are unfair and inequitable; provided, however, that the
commissioner may not determine that an offering is unfair and inequitable solely
on the grounds that the securities are to be sold at an excessive price where the
offering price has been determined by arms length negotiation between nonaffiliated
parties. The selling price of any security being sold by a broker-dealer licensed in
this state shall be presumed to have been determined by arms length negotiation;

(7) when a security is sought to be registered by coordination there has been a
failure to comply with the undertaking requlred by section 80A.10, subdivision 2,
clause (d); or

(8) the applicant or registrant has fmled to pay the proper filing fee; but the
commissioner may enter only a denial order under this clause and he shall vacate
any such order when the deficiency has been corrected.

The commissioner may not institute a stop order proceeding against an effective
registration statement solely on the basis of a fact or transaction known to him
when the registration statement became effective unless the proceeding is instituted
within the next 30 days.

Subd. 2. The commissioner may issue an order requiring the person for whom
a registration was made to show cause why the registration should not be revoked.
The order shall be calculated to give reasonable notice of the time and place for
hearing thereon, and shall state the reasons for the issuance of the order. The com-
missioner may by order summarily suspend a registration pending final determina-
tion of any order to show cause. If the registration is suspended pending final deter-
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mination of an order to show cause, a hearing on the merits shall be held within
30 days of the issuance of the order or suspension. All hearings shall be conducted
in accordance with the provisions of chapter 15. After the hearing, the commissioner
shall enter an order making such disposition of the matter as the facts require. If
the person for whom the registration was made fails to appear at a hearing of
which he has been duly notified, such person shall be deemed in default and the
proceeding may be determined against him upon consideration of the order to show
cause, the allegations of which may be deemed to be true. The commissioner may
adopt rules of procedure concerning all proceedings conducted pursuant to this sub-’
division.

[1978 ¢ 451 s 13]

80A.14 DEFINITIONS. When used in sections 80A.01 to 80A.31, uniess the con-
text otherwise requires:

(a) “Affiliate” of another person means any person directly or indirectly con.
trolling, controlled by, or under commeon control with such other person.

(b) “Agent” means any individual other than a broker-dealer who represents a
broker-dealer or issuer in effecting or attempting to effect purchases or sales of se-
curities. “Agent” does not include an individual who represents an issuer in:

(1) effecting transactions in a security exempted by section 80A.15, subd1vis1on
1, clauses (a), (b), (¢), (d), (e), (g), (h) or (j);
(2) effecting transactions exempted by section 80A.15, subdivision 2;
- (3) effecting transactions with existing employees, partners or directors of the

issuer if no commission or other remuneration is paid or given directly or indirectly
for soliciting any person in this state;

(4) effecting other transactions, if such individual is an officer or director of the
issuer, no commission or other remuneration is paid or given directly or indirectly
for soliciting any person in this state, and, upon application, such individual is
specifically authorized by name in an order issued by the commissioner; or

(3) effecting transactions in securities reglstered by notification under section
80A.09 if no commission or other remuneration is paid or given directly or md1rect1y
for soliciting any person in this state.

A partner, officer or director of a broker-dealer or issuer, or a person occupying
a similar status or performing similar functions, is an agent only if he otherwise
comes within this definition.

(¢) “Broker-dealer” means any person engaged in the business of effecting
transactions in securities for the account of others or for his own account. “Broker-
dealer” does not include:

(1) an agent;

(2) an issuer;

(3) a bank, savings institution or trust company, or

(4) a person who has no place of business in this state if he effects transactions

in this state exclusively with or through (i) the issuers of the securities involved in
the transactions, (ii) other broker-dealers, or (iii) banks, savings institutions, trust
companies, insurance companies, investment companies as defined in the Investment
Company Act of 1940, pension or profit sharing trusts, or other financial institutions
or institutional buyers, or to broker-dealers, whether the purchaser is acting for
itself or in some fiduciary capacity; or

(5) other persons not within the intent of this subsection whom the commis-
sioner by rule or order designates.

(d) “Commissioner” means the commissioner of securities of the department of
commerce.

(e) “Fraud,” “deceit” and “defraud” are not limited to common law deceit.

(f) “Guaranteed” means guaranteed as to payment of principal and interest or
principal and dividends.

(g) “Industrial revenue bond” means any obligation issued by a governmental
unit (including the United States, any state, any political subdivision of a state, or
any agency or corporate or other instrumentality of one or more of the foregoing),
other than a general obligation of a governmental unit having power to tax property
or of an agency of the state of Minnesota, (1) which is issued as part of an issue, all
or a major portion of the proceeds of which are to be used directly or indirectly in
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any trade or business carried on by any person who is not an exempt person, and
(2) the payment of the principal or interest on which (under the terms of such obli-
gation or any underlying arrangement) is, in whole or in major part, (i) secured by
any interest in property used or to be used in a trade or business or in payment in
respect of such property, or (ii) to be derived from payments in respect of property
or borrowed money, used or to be used in a trade or business. For purposes of the
preceding sentence, an exempt person is a governmental unit or an organization
described in Minnesota Statutes 1971, Section 290.05, Subdivision 1, Clauses (h)
and (i).

(h) “Investment adviser” means any person who, for compensation, engages in
the business of advising others, either directly or through publications or writings,
as to the value of securities or as to the advisability of investing in, purchasing, or
selling securities, or who, for compensation and as a part of a regular business,
issues or promulgates analyses or reports concerning securities. “Investment ad-
viser” does not include:

(1) a bank, savings institution or trust company;

(2) a lawyer, accountant, engineer or teacher whose performance of these
services is solely incidental to the practice of his profession;

(3) a broker-dealer whose performance of these services is solely incidental to
the conduct of his business as a broker-dealer and who receives no special compen-
sation for them;

(4) a publisher of any bona fide newspaper, news magazine or business or
financial publication of general, regular and paid circulation;

(5) a person whose advice, analyses or reports relate only to securities ex-
empted by section 80A.15, subdivision 1, clause (a);

(6) a person who has no place of business in this state if his only clients in this
state are other investment advisers, broker-dealers or persons to whom sales are
exempted under section 80A.15, subdivision 2, clause (g);

(7) such other persons not within the intent of this paragraph as the commis-
sioner may by rule or order designate.

(1) *“Issuer” means any person who issues or proposes to issue any security and
any promoter who acts for an issuer to be formed, except:

(1) with respect to certificates of deposit or trust certificates, issuer means the
person performing the act and assuming the duties of depositor, manager or trustee
pursuant to the provisions of the trust or other instrument under Wthh the security
is issued;

(2) with respect to certificates of interest or participation in oil, gas or mining
rights, titles or leases, issuer means the owner of any such right, title or lease, who
creates fractional interest therein for the purposes of sale.

(j) “Nonissuer” means not directly or indirectly for the benefit of the issuer or
an affiliate of the issuer.

(k) “Person” means an individual, corporation, a partnership, an association, a
joint stock company, a trust where the interests of the beneficaries are evidenced
by a security, an unincorporated organization, a government, a political subdivision
of a government or any other entity.

(1) ‘“Purchasing for investment” means a purchase made for investment and not
for the purpose of resale. In determining whether securities have been purchased for
investment, the length of the period for which the securities are held will be one of
the factors considered. Securities held for two years after their purchase shall be
conclusively deemed to have been purchased for investment.

(m)(1) “Sale” or “sell” includes every contract of sale of, contract to sell, or
disposition of, a security or interest in a security for value.

(2) “Offer” or “offer to sell” includes every attempt or offer to dispose of, or
solicitation of an offer to buy, a security or interest in a security for value.

(3) Any security given or delivered with, or as a bonus on account of, any pur-
chase of securities or any other thing is considered to constitute part of the subject
of the purchase and to have been offered and sold for value.

(4) A purported gift of assessable stock is considered to involve an offer and
sale.
(5) Every sale or offer of a warrant or right to purchase or subscribe to an-
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other security of the same or another issuer, as well as every sale or offer of a
security which gives the holder a present or future right or privilege to convert into
another security of the same or another issuer, is considered to include an offer of
the other security.

(6) The terms defined in this subsection do not include (i) any bona fide pledge
or loans; (ii) any stock dividend, whether the corporation distributing the dividend
‘is the issuer of the stock or not.

(n) “Security” means any note; stock; treasury stock; bond; debenture; evi-
dence of indebtedness; certificate of interest or participation in any profit sharing
agreement; collateral trust certificate; preorganization certificate or subscription;
transferable shares; investment contract; voting trust certificate; certificate of
deposit for a security; certificate of interest or participation in an oil, gas or mining
right, title or lease or in payments out of production under such a right, title or
lease; or, in general, any interest or instrument commonly known as a security, or
any certificate of interest or participation in, temporary or interim certificate for,
receipt for guarantee of, or warrant or right to subscribe to or purchase, any of the
foregoing. “Security” does not include any insurance or endowment policy or annuity
contract under which an insurance company promises to pay money either in a lump
sum or periodically for life or for some other specified period.

(o) “State” means any state, territory or possession of the United States, the
District of Columbia and Puerto Rico.

[1973 ¢ 451 8 141

80A.15 EXEMPTIONS. Subdivision 1. The following securities are exempted
from sections 80A.08 and 80A.16:

(a) Any security, including a revenue obligation, issued or guaranteed by the
United States, any state, any political subdivision of a state or any corporate or
other instrumentality of one or more of the foregoing; but this exemption shall not
include any industrial revenue bond.

(b) Any security issued or guaranteed by Canada, any Canadian province, any
political subdivision of any such province, any agency or corporate or other instru-
mentality of one or more of the foregoing, if the security is recognized as a valid
obligation by the issuer or guarantor; but this exemption shall not include any
revenue obligation payable solely from payments to be made in respect of property
or money used under a lease, sale or loan arrangement by or for a nongovernmental
industrial or commercial enterprise.

(¢) Any security issued by and representing an interest in or a debt of, or
guaranteed by, any bank organized under the laws of the United States, or any bank,
savings institution or trust company organized under the laws of any state and sub-
ject to regulation in respect of the issuance or guarantee of its securities by a gov-
ernmental authority of that state.

(d) Any security issued by and representing an interest in or a debt of, or
guaranteed by, any federal savings and loan association, or any building and loan or
similar association organized under the laws of any state and authorized to do
business in this state.

(e) Any security issued or guaranteed by any federal credit union or any credit
union, or similar association organized and supervised under the laws of this state.

(f) Any security listed or approved for listing upon notice of issuance on the
New York Stock Exchange, the American Stock Exchange, the Midwest Stock Ex-
change, or the Pacific Coast Stock Exchange; any other security of the same issuer
which is of senior or substantially equal rank; any security called for by subscrip-
tion rights or warrants so listed or approved; or any warrant or right to purchase or
subscribe to any of the foregoing.

(g) Any commercial paper which arises out of a current transaction or the
proceeds of which have beeh or are to be used for current transactions, and which
evidences an obligation to pay cash within nine months of the date of issuance, ex-
clusive of days of grace, or any renewal of such paper which is likewise limited, or
any guarantee of such paper or of any such renewal which are not advertised for
sale to the general public in newspapers or other publications of general circulation
or otherwise, or by radio, television or direct mailing.

(h) Any interest in any employee’s savings, stock purchase, pension, profit
sharing or similar benefit plan, or a self-employed person’s retirement plan.






